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SUMMARY

Requiring cellular carriers to interconnect to cellular resellers upon reasonable request and

at unbundled rates, is in the public interest because it will enhance price competition and consumer

choice. The reseller switch is technically feasible and using the public switched telephone network

to interconnect CMRS providers would destroy the economic feasibility of cellular resellers

switches. In the absence ofspecific rules governing CMRS - CMRS interconnection, facilities-based

cellular carriers will continue to refuse resellers' repeated requests for interconnection without

justification and in violation of the Communications Act.
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BEFORE THE

jf'eberal '!Communicationg '!Commiggion

In the Matter of )
)

Equal Access and Interconnection Obligations )
Pertaining to Commercial Mobile Radio Services )

CC Docket No. 94-54
RM-8012

REPLY COMMENTS OF THE NATIONAL CELLULAR RESELLERS ASSOCIATION

The National Cellular Resellers Association (NCRA), by its counsel, herewith submits its

Reply in the above-captioned proceeding. NCRA will make the following points in these

comments: (1) mandatory interconnection between providers of commercial mobile radio

service (CMRS) is in the public interest, (2) interconnection between cellular carriers and

resellers is technically feasible, (3) interconnection directly between CMRS providers is

necessary despite the fact that CMRS providers can gain interconnection to other CMRS

providers through the public switched telephone network (PSTN), and (4) it is necessary for the

Commission to promulgate specific rules governing interconnnection between CMRS providers.
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1. Requiring Cellular Carriers to Interconnect to Cellular Resellers, Upon Reasonable
Request, Is In the Public Interest

A. The Justice Department and the Commission Have Established That Cellular
Carriers Have Market Power

Several commenters once again assert that the cellular industry is vigorously competitive

and that, in light of such competition, there is no need to impose interconnection obligations

between CMRS providers or, more narrowly, between cellular carriers and resellers. These

commenters would have the Commission believe the so called "CMRS market"~ is sufficiently

competitive to allow the carriers' own views of their"self interest"? to determine when and to

what extent other CMRS providers should be granted interconnection to their networks.

However, Congress has not chosen to delegate to each CMRS provider the power to grant or

deny interconnection requests from other CMRS providers. Rather Section 332(c)(1)(B) requires

only that a CMRS interconnection request be "reasonable."

Moreover, a disinterested examination of CMRS competition belies the carriers'

assertions that the competitive state ofthe "CMRS market" justifies FCC forebearance from

enforcing the mandatory interconnection obligations of 332(c)(1)(B). First, it is not possible to

measure the level of competition in the "CMRS market" since CMRS is not a homogenous group

of substitutable services but a collection of distinct wireless technologies which satisfy various

consumer needs and operate and compete largely in separate and distinct markets. The

Commission said as much in its Second Report and Order when it concluded that "for purposes

5851.2
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of evaluating the level of competition in the CMRS marketplace, the record does not support a

finding that all services should be treated as a single market."~/ The cellular industry, therefore,

must be examined separately in this regard.

Secondly, the carriers' assertions blatantly ignore the recent findings made by the

Department of Justice in its Memorandum to the United States District Court for the D.C.

Circuit,~/ which was attached to NCRA's initial comments, as well as the Commission's own

conclusions leading to its tentative decision to impose equal access obligations on licensed

cellular carriers.:'; In its Memorandum, the Justice Department established a compelling case that

cellular carriers have market power and control bottleneck facilities. In the Notice of Proposed

Rule Makin~ pertaining to the equal access obligations of CMRS providers, the Commission

essentially concurred with DOJ's findings by determining that licensed cellular carriers have the

ability to deny interexchange carriers access to their networks and, therefore, subscribers access

to the interexchange carrier of their choice.~

The conclusions reached by DOJ and the Commission establish that cellular carriers have

market power and such power allows the carriers to take advantage of consumers who do not

3/ Implementation of Sections 3en) and 332 ofthe Communications Act, Second Report
and Order, 9 FCC Rcd 1411 at para 136 (1994). (Second Report and Order).

~/ See United States v. Western Elec., Memorandum of the United State in Response
to Bell Companies' Motions for Generic Wireless Waivers, Civ. Action No. 82-0192 (filed July 25,
1994)(Attached to NCRA's initial Comments as Exhibits C & D).

:/ Equal Access and Interconnection Obligations Pertaining to Commercial Mobile
Radio Services, Notice of Proposed Rulemaking and Notice of Inquiry, Docket No. 94-54 at paras
34,35-43 (released July 1, 1994.)iliPRMINOI).

5851.2
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have access to a vigorously competitive market. There is no further need to debate the issue,

rather, it is time now for the Commission to act expeditiously to diffuse the ability of these

carriers to charge consumers and resellers supracompetitive prices. Over the past ten years,

consumers have paid cellular carriers nearly $50 billion to use networks requiring a total capital

investment of barely $16 billion.~ While the Commission is moving to provide avenues for

possible wireless competition through the auctioning of Personal Communications Services

licenses, recognizing and promoting the statutory right of cellular resellers to interconnect to

CMRS carrier networks at unbundled, just and reasonable rates~/ will achieve the benefits of

competition in a much shorter period of time.

B. The Reseller Switch Will Enhance Consumer Choice of Carriers and
Services.

GTE denigrates the ability of resellers to provide new services to cellular customers. It

asserts, without offering any concrete evidence, that the "new" services resellers have proposed

are either presently available or could be made available by the carriers without reseller

switches.~ These statements echo the arguments used historically on numerous occasions by

monopoly carriers to forestall the introduction of competition including most recently the

7/ CTIA Mid-Year Survey, June, 1994.

8/ Requiring the carriers to unbundle their airtime and ancillary service charges is
necessary for the public to obtain the full benefit of switch-based reseller service. Carrier refusal to
unbundle their cellular offerings raises very substantial questions under the anti-trust laws. The
courts have recognized that tying arrangements ("an agreement by a party to sell one product but
only on the condition that the buyer also purchases a different [or tied] product," Northern Pac. Rey.
v. U.S., 356 U.S. 1,5 (1958)) serve "hardly any purpose beyond the suppression of competition."
Standard Oil Co.. v. U.S., 337 U.S. 293,305-06 (1949).

5851.2
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interexchange and local telephone services markets. Arguably, many of the services offered by

new competitors in those markets could have been provided also by the entrenched carriers.

However, the Commission has rightfully refused to accept such arguments. With respect to the

interexchange market, for example, the Commission noted:

Competition ...has brought consumers increased service options, reduced rates,
and faster implementation of new technologies. For example, prompted by the
pressures of competition, the AT&T has introduced reduced rate calling plans for
residential and businesses of all sizes. AT&T's competitors also offer innovative
calling plans. In addition, interexchange competition has fostered the deployment
of new technology. Sprint, for example, was the first IXC to construct a fully
fiber optic network.~

Similar to switched-based cellular resellers, competitive access providers ("CAPs") do

not provide end-to-end communications services, rather, they compete in those segments of the

network where it is technically and economically feasible for them to do so while relying upon

the dominant carriers for bottleneck facilities that are essential to the provision of service to their

customers. Yet, as the Commission explained, special access (private line) competition by these

providers:

will produce similar results (to those in the interexchange and CPE markets) in the
intrastate special access market. The growth in competition resulting from
expanded interconnection should increase LEC incentives for efficiency and
encourage LECs to deploy new technologies facilitating innovative service
offerings. It also should make the LECs more responsive to customers in
providing existing services.'::!

10/ In the Matter ofExpanded Interconnection with Local Telephone Company Facilities,
7 FCC Rcd 7369 at ~ 13, Report and Order and Notice of Proposed Rulemaking, (released October
19, 1992).

5851. 2

11/ Id. at ~ 14.
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Switch-based resellers may offer some services similar to those available from underlying

carriers. The public will benefit from such additional competitive choices. Resellers may, in

certain instances, target their offering to niche markets, and may offer services which are either

of better quality than those available from the carriers or, in many cases, simply not offered by

existing carriers. If the switch-based reseller cannot offer new services or inducements to the end

user at competitive rates, they will be non-competitive and a footnote in the history of wireless

competition, but with no loss to the public from the effort. It is difficult to fathom, therefore, the

resistance of the facilities based carriers to switch-based reselling other than as a desperate

delaying tactic to protect the status quo and forestall the day when their monopolistic pricing

power will end.

2. The Reseller Switch is Technically Feasible

Several commenters urge the Commission not to require cellular carriers to interconnect

with resellers on the grounds that the concept lacks specificity and proven technological or

economic feasibility.~ However, the reseller switch and the services it would provide were

described in detail in Exhibit A ofNCRA's initial comments.

The reality is that the reseller switch would initially absorb the customer-specific

functions now performed in the cellular carriers' switches. As previously discussed, these

functions include call verification, recordation, enhanced services and billing. A switch-based

reseller would appear to the cellular carrier's Mobile Telephone Switching Office (MTSO) as a

single, very large customer. The MTSO would be programmed to recognize only the resellers'

5851.2
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NXX code(s). The signal from a mobile-to-Iand call having the NXX would be routed by data

channel from the MTSO through to the reseller's switch for validation. If the reseller validates

the call, then the reseller switch would route it through to the landline network. If the reseller

switch does not validate the call, it would signal the MTSO to terminate the connection.

For calls from the landline network to the mobile, the reseller switch would perform the

validation function prior to the call ever reaching the MTSO. Thus validation and recording of

call detail of both mobile and landline originated calls would be performed exclusively by the

reseller switch. The reseller would assume responsibility for all customer records and billing.

The reseller's interconnection with the cellular switch would resemble in almost all

respects, the interconnections between interexchange and local exchange carriers. The only

difference might be the need for supplemental low speed data channels to carry the validation

signals. The technology ofthese interconnections is standard throughout the telephone industry.

There would be no degradation of the quality of service,~ nor would there be any

increase in processing time owing to the addition of a reseller switch. With digital transmission

and switching technology, additional transmission links do not degrade service so long as all

providers adhere to the appropriate signal quality standards. The need to query the reseller's, as

opposed to the carrier's, validation system may increase processing time while the customer

identification information travels between the carrier's and the reseller's switches. However,

since these signals move at the speed of light, the delay would be undetectable.

3. Using the PSTN To Interconnect CMRS Providers Destroys the Economic
Feasibility of the Cellular Reseller Switch

5851.2

13/ ~, Comments of McCaw at 15.
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Several cellular carriers suggest that interconnection between CMRS providers is

unnecessary because the Commission's existing rules require interconnection into the local

exchange landline network. According to these carriers, since all CMRS systems interconnect

with these networks, any reseller or enhanced services provider could achieve whatever

interconnection it desires on the landline side of the CMRS/LEC interconnection. The

suggestion is absurd. Following it to its logical conclusion, every end user of telephone

equipment in the world is then already "interconnected."

The reality is, as the facilities based carriers well know, this arrangement would destroy

the economic feasibility of a switch-based cellular reseller since it would require all of the

reseller's traffic to pass from the MTSO through the LEC to the reseller switch, then back

through the LEC to its point of termination. The reseller would be forced to pay not only

additional charges to the cellular carrier, who would now be performing the full complement of

switching and routing functions to send the call to the LEC, but also perhaps as much as double

the access fees normally charged by the LEC as the reseller's calls pass twice through the LEC on

their way to and from the reseller's switch.

4. The Commission Must Promulgate Specific Rules Governing CMRS-CMRS
Interconnection Obligations

Several commenters have suggested that the Commission should not promulgate rules

governing CMRS interconnection because the Communications Act already affords protection to

parties seeking interconnection and that "in the rare instance where a denial of interconnection is

5851.2 8



not justified on the basis of economic or technological efficiency, the aggrieved party will have

recourse to the complaint process under Section 208."~

The Commission must promulgate rules mandating CMRS-CMRS interconnection.

Contrary to commenters' assertions, carriers have repeatedly denied or even failed to

acknowledge reasonable bona fide reseller interconnection requests. These denials have been

accompanied however, by a claimed absence of specific FCC rules.~ Although NCRA has

previously cited Southwestern Bell Mobile's (SWBMs) outright refusal to provide, or even

discuss interconnection arrangements,~ the Commission should not assume that SWBM's

position is unique. Furthermore, simply because few resellers have, as ofyet, filed 208

complaints, antitrust actions or other litigation, the Commission must not assume that carriers

are allowing interconnection in any form. Indeed, NCRA knows of not a single instance where

a reseller has been allowed switched interconnection to a carrier's network. Contrary to the

carriers' assertions, these unjustified denials occur with frequency.

For example, in California, GTE Moblenet flatly denied an interconnection request from

Comtech Mobile for reasons wholly unrelated to technical or economic unfeasibility.~ In an

August 22, 1994 letter, Comtech requested switch-based interconnection at unbundled wholesale

rates. To properly interconnect with GTE's equipment in a "mutually convenient and compatible

manner" and to coordinate the design and manufacture of its equipment, Comtech

5851.2
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15/

16/

17/

Id. at 17.

See~, Exhibits A and B attached hereto.

See Comments ofNCRA, Exhibit B.

See Exhibit A herein.
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understandably sought information and the cooperation of GTE's engineers. GTE's response,

however, characterized Comtech's interconnection request as a request for proprietary

information and thus "not requir[ing] GTE's response." Without the necessary information from

GTE, however, any Comtech request would presumably then be characterized as either "vague"

or "technically unfeasable." As such, it is critical that the Commission, in fashioning facilities

based cellular carrier to reseller interconnection rules, obligate carriers to provide the information

necessary to allow resellers to prepare a detailed and technically compatible proposal.

As a further example, in a July 28, 1994 letter to Bell Atlantic Mobile (BAM),

Nationwide Cellular Service, Inc. (Nationwide) inquired as to the procedures for installing a

dedicated access between the BAM cellular network in the Baltimore/Washington MSA and

Nationwide's interexchange carrier. The purpose of the dedicated access is to allow Nationwide

to take advantage of the lower rates which the IXC offers to customers who connect directly to

its network.

In a letter dated September 19, 1994,~ BAM responded indicating "that BAM is

obligated to provide equal access to Interexchange Carriers (IXC) that apply to us for

interconnection." BAM went on to say that "Although, BAM will allow the IXC access to our

network to deliver their long distance traffic, BAM is not required to offer resellers the ability to

connect to our switches for any purpose includin~ the delivery of their customers local or lon~

distance calls." (Emphasis supplied).

5851. 2

18/ See Exhibit B herein.
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BAM has apparently decided to respond to an interconnection request in anticipation of

one being made. BAM has yet to reconcile its response to Nationwide with its declaration to the

Commission that "There is no evidence that wireless carriers have been unwilling to interconnect

with each other. .."~ Surely their letter of September 19, 1994 indicates, at the least, a certain

unwillingness.

Also BAM's statement in its Comments here that "while the Commission can declare that

CMRS carriers have a basic obligation as common carriers to interconnect with other licensed

carriers upon reasonable request from those carriers, it should first rely on the marketplace to

determine the appropriate interconnection arrangements."~ (emphasis supplied) minimizes and

distorts its statutory obligations. As BAM should know, the interconnection obligation of

Section 332(c)(I)(B) runs from CMRS provider to CMRS provider. Although resellers are not

necessarily licensed entities they are undeniably CMRS providers.:':; "Licensing" has no bearing

on a resellers status as a CMRS provider. Nationwide, a CMRS provider, without even

proffering a request for interconnection, has been told that such a request will be preemptorily

rejected. In light of BAM's perception of what is required of it, its suggestion here that the

Commission "should first rely on the marketplace to determine the appropriate interconnection

5851.2
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20/

21/

Comments of Bell Atlantic Companies at page 16.

Comments of Bell Atlantic Companies at page 15.

47 C.F.R. § 20.7(n); See also Second Report and Order at para. 37.
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arrangement,"~ is a transparent ruse to obfuscate and delay bona fide reseller interconnection

requests.~

Although the Commission has previously indicated that it will "entertain" requests for

interconnection on a case-by-case basis,~ and resellers may file complaints under Section 208 if

they believe they are being denied interconnection unreasonably, such an ad hoc approach is

extremely time consuming, costly and largely ineffective. As NCRA stated in its initial

comments, and as the attached carrier responses clearly demonstrate, the Commission needs to

make explicit immediately that "CMRS licensees must, in good faith, now negotiate

interconnection arrangements even in the absence of the adoption of specific interconnection

rules. "::: Furthermore, the Commission must require cellular providers to permit resellers to

interconnect except in instances where the carrier can demonstrate, by a clear preponderance of

evidence, that interconnection is either technically or economically infeasible. Specific rules will

create an environment where resellers, seeking to open up new avenues of competition in the

22/ Comments of Bell Atlantic Companies at page 15.

23/ The examples discussed in the text do not, unfortunately, exhaust the breadth of the
carrier's mulish response to reseller interconnection requests, which is a common experience that
resellers share in the largest markets.

5851.2
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Comments ofNCRA at 6.
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burgeoning field of wireless communications, will avoid entangling themselves and the FCC in

expensive, and unproductive procedural delay.

Respectfuly submitted

NATIONAL CELLULAR RESELLERS
ASSOCIATION

BY:~ • J..ij.~
Joel Levy
William B. Wilhelm, Jr.

Dated: October 13, 1994

5851.2

Cohn and Marks
Suite 600
1333 New Hampshire Avenue, NW
Washington, DC 20036
(202) 293-3860

Its Attorneys
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en, eel W\dAI tA...mew:nate\all CfBWis MtprlpUeCl to prgv1dl
answea to your q~IItiON It th\I time.

JiW1ht.nhC»'., 'W\d.c the terrN or the CPUC Older, you at. tel~dI OTEM
with an tnp'tM'in, plan cif/lMl'LOma hoW)'DUwould Inwmnnte:t wi",
GTlMl,MTiO, This kntt is rLOt an~ p1&n" but~ .. l'&qlolelt
fOr lnioImatlan, 10m. of which 1$ c:1Mrjy PlOprlttll)'l 'l'hCNfotI, G1'Dd: doca
N>i Dtll.ve that tN, rtK:1'l.l"~ it U,~&nClwith ttwCPt.1C wdc, and 4oe,
~t req&.dre C'I1iM'. rapol\le.
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i.e~ Yov: .....,.4,,,. of SlprMabtr" ljM

DcrarMr.~

Tht& 1& in rupoaw to )'0'1: lGtaf of Sqncnbar 9. 1'94 COUR1lJAI Q:Im~' :tqUllt for
~\IMl.d ~I. Yaw r.tpODIt 1P1*f'S ~ bu.rioMlly or u:nin"4IIUonaU1~caDd
C~.M'. \Inert Itl plw actS nq'Wlji lor in1atmaWm.

ComtKll provided you an In;illMr3Aa plu far ~tlMiorL. C=_ ubcl you _10
Cl\i••Ciom aOouf your ira- we w:r it cou1Cl. ftlM~ I.dd:.. NltAin .... or
lnteroonnecdcn. CClnstoiaC~ ~pl'" ill dftip andII~ US 'YI_ ja aD
'~lCl:tioua a=. mu.Na1ly comparibll tcannct' "Ntmou:~ o_ln tPtCSlJOI Q61lt '10tJJ'
lI)'nem. To the exccm uw you btUIIVI ih&t the rcquttm4 Worruttoa. f.s PIO~IIr)', Cumteeb.
Mole.... 00p)' of eccol1r ._on4 collftdcJ:lCiaUcy.~~ it ad ..~
A.nI.1t1 Collula: T.lepbcat~. ComIMI1GCl h. 0•• 101*. wW uen. tbU
....mint meL liUwiIC. u wowd uk u.; aTEtM4bilut (·Mobil.a.n") ud )'Ou.r~
acrwt, rAt III%Ut &a Cov« In)' Com~QCmLWtzsnal m&atrial Q.&Qh wcwd bt NVII1Id to
on MobUnel .. part 01 chia cool*m'Yl ptOCIU.

0maU4h lpICiilollly MI4s to bow m.m&D~of )'Out IWiZCh (IUS &i a ATIt.T 0'
MotIO*Oloa) aNi the m-,wft;J:L mlJl&l~ pzotAcQlI whidl 11 l,IIQ (nob AI DMX at IS ..1 md
1M poninnt MVUi=.). Qomce~ ~cnlWy 40CI DOt with Ie ,urchIN IA~w. ...nIGh
md. aft'l1'lJ)t 10 ,propotO mr.trcOMtCIilOh with iJsgoD'J1lttlble~ p1Oroaol•• 1.JJ&:o'Wj1e.
Comtoe;h QIWlOt onJinC«f ns Iyscem in a tKhllieally proP« IDd C16C'pfddVI mcm.et ulcu tbc
othor infOtm&tio~ ~. fotcAcOlAml. :If)' pro\'idbll1hc _Yliled i.atOUDlticn. Com~ch C8ft
propotly PWQhaM hi m_ wi me neClaaary mtaaap PlOiOcola. II)'OIl wiihhoJd IlICh
inftlml&tioD. it 1& ctc.,~ y,"" I1'W prt".IU~t\1 Comtceh f!CCl1 prop«l)' i".....cUq wttA
Moollnt& and cbf&&Gaw;1 CeDI_AI, pllA ad viQl&dnc DecWon i+C1.022.
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w. Wnci6tt h .. tbIt Mobillllt ma, ."VI m.d ,peadcm [11;1 'PP1icltloa fOr NhcariD,r,
~d",..*1 • "*)' Qf1hc ~iOD'. dlciaioa. However. GO IUCb flay bit bttD Il'I*d
q4 1M S)oclliaa ua DoG bllft off_WI IiDM 1tI w. 'WDIIId hope Uw~ 1IftIr ~
m&fIll • m.IaCIkt ad that you -= 1* aryiA. so lIt1~tivI1y prtV&t CAM2Utcb hm
tnkiedna i.tlI~ l'huI,'" 'IIg~14 uk)'Oll.a.c)IW PJ.VVItM UIc 1boVt.-.cllWitoh
i~ 11lI....&tA1yad ti&t JW ..... \II witJUD h ~ DI tU.. of taU 1MIn'
~~~ inlaid to 4Q 10. Out CAlia.. ltallcla lw to work Wi1ll )'OUr .... to' make cAia
mumaD)' tOImpl'lt\\1a __VOl.

'i lAG.


